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While avoiding evaluation or specification 
companies, computer time-sharing conmercial contract 
are analyzed. Price and non-prioe contract elements are 
ifiiiffid according to 22 evaluation criteria: confidentiality 
mttftfts assumed by the vendor; consultation serlrices availabli; 
^iilif'd procframs and user routines; languages supported by the 
sfi4ti,.; availability and nature of documentation and user manuals; 
availability of instruction and training; existence of syntax cheek 
fflfi to compiiat ion; advance notico of systems change; physical 
||i4||tions of the programs; availability of storage; usor file 
sttueture requirements; delay for u^er ovned tape/disk mounts; numbor 
of ufftS on the system; peripheral services; availability of 
iif#dlate telephone assistance; atraiiability of sfatoms time; 
telo phono network and location of computing equipient; back-up 
sys4#l8 and excessive delays; systems @easn recovery procedures; 
fOiiilility of benchmark tosts; ptOfiniitif% maintinanee proeedufos; 

history of the irondor# up- time, and euatomer referencos. A 
iOfiula is presented for coipatison of aomputor time costs. 
(Afithot/BH) 
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Introductlon : 

The intent of this data analysis is to examine contract agreements 
for a commercial service — in particular, computer time -sharing. 
The data presentation is not intended to reflect a Judgemental element 
upon those companies supplying information, nor the value of their 
contracts * 

A section of the paper entitled "Suggested Evaluation Criteria" 
discusses considerations, supplemental to costs, which are pertinent 
in the decision-making process of the selection of a time-aharj ig 
contractor or contractors. 

It is my hope that the results of this study will be of interest 
to students of marketing in exploring contracts - a critical part of 
the lease-buy function-and in the unique cost-pricing situation whieh 
exists in the time-sharing industry. Computer science students, too> 
are interested in computer pricing issues, and it is hoped that they 
will derive some additional insight into the nature of computing 
considerations which are written into formal compuler agreements. 

The anlysis grew from eighteen time-sharing contracts primarily 
obtained through mailed reciuests of a nuiBber of time -sharing vendors. 
Those companies responding to the request were extromuly willing to 
provide informatlofi; many offered information beyond the scope of this 
study. 1 extend my appreeiation to those firms for their eo-operation. 

Shrery effort has been made in the anlysis to preserve respondent 
anonyiflityj as the intent of the study was net to eeapare vendor systeas 
nor services — tMt Is net possible from eueh limited information* 
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Wording in the onlysis was not extracted from any vehdo'^ contracts 
although some phrases may be similar to those in the contracts due to 
contract terminology standardization. 

I am especially grateful for the time of ftrofessor Phillip J. 
Scaletta (see also bibliography) for his assistance in the Inter- 
pretation phase of the study , and for his suggestions regarding format « 
Mr* Michael J. Goodrich, currently a doctoral student at the Uhiversity. 
of Michigan, formerly time-sharing manager at The Upjohn Company^ 
provided much insight and many valuable comments related to evaluation 
criteria* 

Additionally, Professor Frank M« Bass of the Department of 
Industrial Administration and Professors Maurice Halstead and Samuel 
Conte of the Department of Computer Science were helpful in their 
commentary and encouragement in the preparation of the analysis for 
general distribution* Responsibility for any errors or omissions 
remains with the author* 
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Contract Analysis ; 

In an interview with the presidents of three time-sharing firms 
in 1972 (Tymshare, Rapidata, National -eSS) , a Datamation reporter 
wrote that the expected growth of the time -sharing or network infor- 
mation services industry will be minimum of annually. Although 
in-house time-sharing resulting from systems capabilities of equipm«Jrtt 
like the IBM S/370 reportedly had reduced some of the time "sharing 
service house volume, minicomputers were not thought to be a threat 
to the time -sharing industry. The advantage of time -sharing over 
rainiccmputers were thought to be due to the need for complexity of 

files, programs and data tiiut are beyond the capabilities of mini- 

11 

computers . 

The iO'hoi growth estimate might be a speculative figure; however^ 
the time-sharing industry i:; of growing interest in the computing • 
industry and to other busin-'sses. Time- sharing provides access to 
high powered computing equi oraent where a firm's computing needs may 
fluctuate significantly ami therefore not warrant the purchase of 
equipment or where cost considerations might be limiting to smaJler 
firms . 

The time-sharing contract agreement Is the binding agreement 
between the time-sharing company (hereafter termed the "vendor") 
and those firms subscribing to time-sharing services (hereafter teriBCid 
the "customer" or "subscriber"). Although many contracts proviuo for 
a thirty day cancellation option, it is assufljed that the customer's 
intent is to have a long-term valuable relationship with that wndoi- 
{or vendors) offering services compatibile with customer -nends. 

6 
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As reported in the analysis section (Section A), there is excreme 
variation in the contract agreements, this variation is especially 
obvious in the pricing schemes. The contract analysis serves to summarize 
the major terms of the time-sharing agreements, and explores the prices 
cost variations. For those firms anticipating the utilization of 
time-sharing services, this analysis may serve to eliminate soraf* 
confusion suggested by extreme variations, and/or to conjecturo u 
rationale for the variations • 
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4 Contract Issues ; 

^ Some contracts consist of a single page with a miniraum of standard- 

< ized wording and significant space for information to be completed 

agreed." Others werr multl-part, multi-page documents addressing 
. ^ number of issues • In exHfnining the contracts and attachments, two 
major categorizes appeared: (l) pricing issues and (P) non-|)rlce 
issues. The major price cr ^ost issues were: 



Conversati 'iial computing rates 
Batch computing rates 
On-line data storage 
Off-line data storage 
Initiation" fees 
Minimum monthly fees 
Discount schedules 
Service fees 



The major non-price issues were: 



Availability of systems time 
Limitations of liability 
Suits of action limitations 
Term of agreement 
Cancellation option 
Price change notification 
payment terms 
Number of terminals 
User numbers 
Contract assignment 
Equipment 

Fair Labor Standards Act 
Warranty 

Service implied by contract 

Stateiiient of waiver or breach 

Customer responisibillty 

Special programs prepared for customer 

Pt*oprietary programg 

Applicable state of law 

Manuals and documentation 

File seeuirity 

Excusable delays 

Systems improvements 

Terms and definitions 
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Prices cmd Costs ; 

Because of varying computer structures, and the nuworous formjis 
that computer processing approaches can assume, the determination oV 
total cost to the user iJ5 a matter of simple calculation. Contract 
terminology for a basic chargeable unit of time includes "systt?my 
second "computer resource unit", "systems hour", "systems timo", 
and numerous acronyms. To determine a charging scheme, a potential 
subscriber would wish to request the actual formula for price 
computation asking specifically what constitutes a '*basic chargeable 
unit" of time. Additionally, the subscriber would consider the prlcro 
ranges for various priority levels (time or volume). For oxomplo, 
the number of priorities (hence rates) varies from one to seven Tor 
batch rates of different vendors, 

4 

As shown in Section A, there are significant, differenofes in time- 
sharing pricing schedules aggregating the data (for the purpose 
of vendor anonymity) loses some of the impact of that variation. 

For those experienced in the computing field, the price variations 
could raise a question regarding the most accurate method to employ 
in the computation of total costs; for those inexperienced in computer 
processing, the price variations could be confusing and misleading. 
Regardless, the total cost computation (prior to the computer run) 
appears to be a formidable task uBing the pricing schedules as the 
only source of information. 

Consider the time-^sharing company ^•Vendor-1'' whose stated per 
second CPU rate is greater than that or •^Vendor-?! •^ The 
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implication could be that the total costs of a conversational computor 
run with Vendor-1 would be PO^ greater than those of Vondor-2. At 
the "per-second" level, the significance of cost differential might 
be questioned, but at the "per-hour" level (not an unlikely computa- 
tional volume over a period of weeks for a substantial user), that 
cost differential blossoms into hundreds of dollara! 

However, before Vendor-1 can be implicated as a "higher priced" 
firm, the potential customer must consider a complex set of i^ssuej;: 
total cost is a function of (l) connect rate, (2) CPU rate and, in 
some instances (3) a separate input-output (l/O) rate. (To compound 

the issue still further, a user considering file storage and/or 

9 

additional services would need to add costs for storage volume, mounting 
(for off-line files), media rental, and various services.) 

Extending the "simple" case (conversational computing without 
supplemental costs) — connect rate is a function of a number ol' 
consi deration a including number of users logged into the system, 
average system response time, the vendor queuing schemt?, programmer 
"think" time, and character transfer rate. The CPU rate can vary with 
considerations inclu'iing processor speed, processor capacity ami 
capability, and the vendor's job scheduling schnmc?. 
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Total costs would be computed by the formulation: 



TC 

TC = Total Cost 

C. = cost consideration i 

k = number of cost considerations per vendor 
A specific tot*^ cost computatiaaal formula could be posed as: 
TC = r(CON *t^ + CPU^g *** ff)! *l/0*t^) * PriJ 

where : 

TC =» total cost 

CON =5 connect rate 

CPU *= processor rate ^ 

l/O = input /output rate {q} where applicable 

t- = connect time 

tp = CPU time 

= l/O time where applicable 

Pri = priority factor when rate differs 
* a multiplication notation 

and : 

t^ = fn ( ct^ , ctg , ct^,.,., ct^) 
tg « fn ( pt^ , ptg , pt^,..., pt^) 
where : 

[ct) is the sot of connect time considerations 

ct^ = number of users logged on the system 
ctg = average system response time 



(can be a function of ct^) 



ct^ = queuing scheme 



et 

n 



n « number of conft^ct time considerations 
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{pt} is the set of processing time considerations 

pt^ = job scheduling foctnula 

ptg => processor speed 

pt^ * processor capabi i Ity 

• 

m = number of processing time conslderationi; 
Therefore, without consideration of all these issues, it wouJd bo 
difficult to determine If Vendor-1 were a higher priced firmj it could 
in fact, be lower? 

What is the solution? With so many unknowns (particularly the 
connect time and processing time considerations) it would be an 
almost impossible task to determine an exact total cost figure* In 
defense of the vendors, because there are many factors unknown to them 
number of subscribers logged into the system at any future time, 
customer programmers '"think" time, nature of customer programs — . 
it would be difficulL (if even possible) for the vendor to state a 
precise cost. 

\^endors should be able to forecast a reasonable cost estimate 
if custom^-^r program parameters are provided* Alternatively, a mothcxl 
typically employed to gain estimates of running time and \\rnce coatu Is 
tfie benchmark test (actually running samplr* programs on the vendor 
systems). No vendor participating in this study discusgeg th<^ 
policy toward benchmark tests* If the benchmark ny^thod were eeyplayed, 
the most reasonable estimate would be gained by runninp; the programs 
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at a time the user expects to be logged onto the system. 

The cost summary in Section A is intended t » present. two issuos 
(l) the "average" prices of computer time sharing servi<ros and (2) to 
exemplify the pricing variations (justiTiable perhapt; In the consid- 
erations discussed here). 

Non'^cost Issues ; 

The non-cost issues arr>» presented in the latter portion of Section 
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SUGGESTED fiyALUATIQN CRITERIA t 

While costa are oT crxicern In time-sharing customers, the I'lnul 
decision in favor of a par' icular vendor could rest upon non-cost 
issues. Consideration of '..nose issues would depend upon customer 
needs and priorities. Evaluation criteria can have a direct or 
indirect effect on costs and have intrinsic value as well. In the 
following summary, order is not intended to reflect the importance 
of the issue. 

(1) Confidentiality Measures Assumed by the Vendor t 
Confidential data is a concern of many business firms. 
Accounting data and financial data ia typically considered 
confidential data, yet lends itself most readily to computer 
application. When computer processing and data handling ifl 
not within full control of the user, confidentiality Is ttft 
especially critical issue. 

(2) Consultation Services Available i 

Consultation services include programiaing assistance, 
systems anlysis, data base design, or assistance in compuief 
utilization. This feature is especially important for Vitm 
with minimal experience in computer processing. 

(3) P&QjCMe fyogratas and User Routines i 

Many firfss offer standardized prografflming "paekagee" for 
the general use of their eust.omers. Exafsples of package? 
programs includes payroll processing, projoct time analyoht* 



cow m\t^ 



and accounting applications, such as general ledger. 
ChBLTging policies vary across vendors as discussed previously. 
{k) Languages Supported by the System ; 

This feature could require additional training for firms 
with computer personnel experienced with programming 
languages nat supported by. a vendor system. Additionally, 
programs written in languages not supported by the vendor- 
system would need revision. 

(5) Availability and Natvare of Documentation and User Manuals ; 

To utilize a computer system, the customer must have current., 
accurate, and complete information for procedures. Typically 
this information is contained in one or a series of manuals 
termed "user" manuals or "documentation." "Documentation" 
may also include detail related to the vendor's system 
design and/or programs. 

(6) Availability of Instruction and Training : 

Some firsis offer formal classes at scheduled intervals 

for their customers. Other firms may offer special tutor-lals 

for individual client personnel. 

( 7 ) Existence of Syntax Check l^ior to Comr J lation : 

This feature of time-sharing languages could save contilderable 

titae and expense when diagnostic messat^t.-s an? provided to the 

programaer prior to program compilation. 

(6) MvMgj^ Notice ^ofjyjteae Chaa^e^Md Peg iod of Cont inuMi/m oI 
FoyjQf _lyj>tgi Uf e Followi ng a , Gh&ngt '. 

Many vendor contracts addre^js the problaro of aydterae ehnmiti 
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with regard to advance notice required. The critical 
consideration is maintenajice of former prooefiures to allow 
ample time for routine processing prior to integration of 
new procedures or changes in user routines. 

(9) Physical Limitatl'/ns of the Programs ; 

This is significant for customers anticipating large 
programming efforns. With an "upward" si7,e limitation 
(program cannot ni^r.eed. a specified size) the restriction 
would not necessarily result in a decision to seek the 
services of anotr.rr vendor, but could result in systems 
design considerations such as program segmentation. 

(10) Availability of Storage — On-line and Off-line" ; 

The user would consider the availability of space for 
expected current needs and for projected or estimated future 
storage requirements . 

(11) User File Structure Requirements : 

To develop files which are compatible with the vendor 
system, customeis must have access to information regarding 
file organization. The requirement of file re- organization 
for currently existing files is of interest to potential 
customers . 

(12) Delay for User Owned Tape /Disk Mounts ; 

Cost considerations for user owned tape or disk mounts 

are discussed in Section A. The tlm; delay for file mount I ng 

eould significantly affect the charges for- terminal connoet 

tifne. 

16 



(13) Number of Users on the System ; 

The number of users attempting to access the syulem at any 
one point in time could never be known with cortainty, 
but "potential" users are a function of the number of 
subscribers (customers) to the vendor system. 

{ik) Peripheral Services ; 

"Bsriphcral services" refers to services supplemental to 
conversational and batch computing. Peripheral servi;:es 
include keypunching, verification, off-line printing, 
file duplication, and delivery of materials. 

(15) Availability of Immediate Telephone Assistance : 

Some vendors provide an "emergency" telephone number U) 
users. This number is available for consultation of s|)ocifie 
problems arising during the time-sharing computing proceas. 

(16) Availability of Systems Time t 

Vendors providing contracts to this study offer time- 
sharing services during the regular businesa (3ay with aome 
time extending through the evening and weekends. Somt! 
vendors have special ratoa for "off" hours or non-priority " 
time. 

(17) Telephone Network and Location of Computing Eciuipfflent t 
The primary interest of the customer in network structure 
and hardware location ia the determination of line charges » 
tfansfef mes, and related issues. 

(iB) Back-up Syg terns and - Excessive Delays t 

Liability foj* exeessive delaya ia dlst-utised in sofflfi vr^ndor 

17 
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contracts (Section A - Non-Coat Issues), but few speciPy 
the nature of thf^ back-up systems, if these systems exist. 

(19) Systems Crash Reciovery Procedures ; 

Many vendors provide for recovery or data and data st nrago • 
media in the event of negligence on their part. HegardloHs 
of the nature of the failure, the user would still hav<! 
interest in systems crash (failure) recovery procedurf?;;. 

(20) Possibility of Benchmark Tests ; 

Benchmark tests were suggested as an alternative to obtaining 
an estimate of running time and computational coyts. The 
use- would be interested in the vendor policies toward 
running benchmark tests, particularly at the time the 
customer anticipates systems utilization. 

(21) Preventative Maintenance Procedures ; 

One vendor mentioned preventive maintenance in the 
contract agreement. The user would be interested in iimo 
scheduled for preventive maintenance in addition to 
maintenance policies. 

(22) History of the vendor, Up- time and Customer Kfifcrences 
Vendors shoul.i be willing to provide this information upon 
request. 

The previous list is not intended to be exhaustive. For example j 
other criteria suggested in th^• computer literature Ls;^ 

18 



-16- 



Time to insert a request 
Response time of the system 
Average waiting time 
Average lengtn of the queue 
Overhead time 
Swap time 

Memory utilization 
Processor utilization 
Resident library utilization 
Channel utilization. 



Evaluation Criteria in the Contract Agreements ; 



The exhibit on the following page indicates the number of coniracts 
which contain references to the evaluation criteria presented on the 
previous pages. It is important to note that not all of the evtiluatlon 
criteria would logically be written into a contract agroemcni . 

Criteria such as average waiting time and number of users logged 
into the system would fluctuate significantly in a relatively short 
time rendering any contractual reference to those criteria as meaningless. 

Because contract contents are frequently thought to contain the 
most pertinent issues related to a lease-buy agreement requiring 
contracts, the purpose of this section has been to discuss a situation 
in which very important issues may bo omitted from formal agreemontu 
yet should be included in the dec is ion- making process* 
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Suimnary of Evaluative Criteria Discussed in 
Contract Agreements 



BJvaluation Criteria 

Confidentiality 

Consultation 

Package Programs 

Languages 

Documentation 

Instruction 

Syntax Check 

Prior Notice of System Change 

Continuation of Former Procedures 

Limitations on Programs 

Availability of Storage 

Pile Structure Requirements 

Delay for File Mounts 

Number of l/sers 

Peripheral Services 

Immediate Telephone Assistance 

Availability of iystems Time 

Location of Computer 

Back- Up Procedures 

Systems Delay 

Systems Crash Recovery Procedures 
Benchmark Tests 
Preventative Maintenance 
History, References 
Time to Insert Request 
Response Time of the System 
Average Waiting Time 
Average Queue Length 
Overhead Time 
Swap Time 

Memory Utilization 
Processor Utilization 
Resident Library Utilization 
Channel Utilization 

Costs 



Number of Vendors Not Sprjciriod 
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SECTION A 



Mote: In this section » 
"Not Specified" 
indicates that the 
contyict did not 
discuss the issue 
indicated* 
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Cost Issues 
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CORveysatlonaX CoiODtttlng Rates : 
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For a detailed discussion of computing rate computation, 
see pages 6-l0. The following figures are computed fVom 
twelve vendor pricing schemes. 



Connect Rate Connect Rate CPU 

Rate per Second 



$1.00 (high volume) 
.166 

.oe 





Per Minute 


Per Hour 


High 




$27,00 


Average 


.221 


13.07 


Low 


.05 


3.00 
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Cooversational CoBputlng Bates : 



yirylng Line Speeds 
(Five Vendor Analysis) 



10 Characters Per Second 



High 
Average 

Low 



Connect Rate 
Per Minute 

$.215 

.17 

.108 



Connect Rate 
Per Hour 

$13.00 
10.5^ 
6.50 



30 Characters Per Second 



Kigh 
Average 

Low 



Connect Rate 
Per Minute 

$.33 
.258 

.191 



Connect Rate 
Per Hour 

$20.00 
15.58 
11.50 
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Bfttch Rates; 



Batch rates or deferred processing denotes processing 
service In other than a conversational mode. One vendor 
stated rates as a factor of their conversational rates; 
others offered a range of priority schedules— there 
were as few as three priorities and as many as seven. 



Batch Time Available Not Specified 



The longest turnaround time stated Is a weekend. 



8 



10 



IfiLghest Rate Per Hour: 



$1200. (fully dedicated 
system) 



Lowest Rate Per Hour: 



$ 35. 
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Dftta Storage Costs ; 



Because of hardware structural differences, It is difficult 
to derive an equivalent unit of measurement In determining 
data storage costs. On-line data storage costs are shown 
beliw for a "standard" unit of 10,000 characters. These 
are the rates for "characters" as quoted In the vendor 
contracts. No attempt was made to define "character" 
as a specified number of bits; so even these figures 
may be slightly misleading. The problem of determining 
costs is further compounded by the vendor requirement 
for a specified minimum increment of storage (p*24) 
which varies considerably across vendors. Some vendors 
provided sliding scales for rates for volume storage. 



On-Line Data Storage ; 
(10,000 "characters"} 



Minimum Storage Rate 



High 



$10.00/month 



Average 



U.8o/month 



Low 



l.OO/month 



er|c 



-2lf- 

I'tLncUnua Increments for On-Line Data Storage ; 



The ninlmum Increments for on-line data storage were quoted 
in an exact nvoiber of bj^tes, characters, or blocks. Little 
reference vas siade to type of computing equipment, hence 
the exact configuration of a "byte" or "character". Figures 
shown below are rounded to the nearest thousand * 

Nuniber of Vendors Minimum Increment 

k 1000 characters 

1 1000 bytes 

1 2000 bytes 

1 10,000 characters 

1 1000 words 

10 Mot specified 
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Off-Llne Data storage ; 

Off-line data storage rates were quoted typically for magnetic 
tapes; a few vendors specified options for disk storage. 
Several vendors rent and/or sell tapes; there is typically 
a charge for file mounting and a per-minute charge while 
mow^^ed. 



Disk Pack Storage : 

Per Month Fee 



High: $60.00 
Average: 31.375 
Low: 2^.00 

Tape Storage : 

High: $10.00 

Average: 6.50 

Low: 3*00 

File Mounting; 

Tape Disk 
High: $10.00 $10.00 

Average: U.75 5.66 

Lowt itOO 1.00 
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Diacount Rates Allowed: 



Discounts are mentioned In the contracts primarily 
for data storage; some vendors had complex discount 
schedules. Discounts for data storage ranged from 3% 
to 70^ of the highest data storage cost stated. 



Number of Vendors ; Discount; 



Sliding scale for on-line 
data storage 



1 Discounts as agreed 

1 Terminal time discount 

12 Not specified 
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CQgts of Pgrlphernl Services 



**Pheripheral services" denotes a vide variety of services 
other than cotiputlBg. These services across vendors 
Include off-line data storage, file diqplicatlng, off-line 
printing, staff services ( keypASich . verifying , progrMgning . 
consultation ), and pick up and delivery of data and output. 



Off "Line Data Storage 

Specified Available 

9 



Not Specified 
9 



File pxplicating Services 
Specified Available 
U 



Mot Specified 



Delivery Services ; 

Specified Available 
6 



Mot Specified 
12 



The charges varied considerably, from vendor's costs, cost per 
mile, cost per delivery, a percentage fee, a specified amount 
per stop. 



Staff Services : 

Specified Available 
5 



Not Specified 
13 



Off -Line Printing 

Specified Available 
8 



Not Specified 
10 



Off-line printing charges varied. Typical set-up time was 
either ^3*00 or $10.00* Some printing cha^^ges were based 
on number of lines $ others were number of pages. 
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Several vendori yfftuire •& initiation fee prior to a 
eu8toMr*8 use of the system for the first tisie* 
This fee oould be regarded as a deposit (not to 
be refunded) or a "neibership'' fee; however » because 
of costs involved in establishing and storing user 
aeeount nuabers, the fee is likely used for these 
initial costs. 



HuBiber of Vendors Fee 



k $100. 



1 Fee, but amount not specified 



13 Mot specified 
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MlnlJgum Monthly ChTgaa : 



The najority of the eontrtot received Indicated that there 
vas an obligatory charge per aonth regardless of the extent 
of cooputer utilization. 



NuBft)er of Vendors 

3 
1 



Minittuift 



$100/ 



Approx« $U00« on one system 



Unspecified aaount 



2 
1 
1 



Mo minimum 



$10* per billing 



$50* when services are 
utilized 



Remote batch minimum 



$1*00 per user account 
hot used 



Mot specified 
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BEsr CQPT mueu 



Availability of SvsteiM Time; 

Several time-sharing contract agreements specify hours that the 
time -sharing system is to be available for customer utilization. 
Only one specific reference was made to time reserved lor systt?m 
scheduled maintenance. 



Nuiriber of Vendors 
1 
1 



1 

10 



Available Time 

8-8 Mon. - Pri. 

8-9 Mon. - Fri. 
8-6 Sat. «• 

8-11 Mon. - Fri. 
8-11 Sat. 

8-8 Mon. - Fri. 
7 hours on Saturday 
or 

8-11 Iton, Fri. 
8-3 Sat. 

Minimum 200 hours 
monthly 

2k hours 
7 days 

To be agreed 

Not specified 



* Central standard time 
*^ Eastern standard time 
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.32. 



Limitation of Liability ; 

Most contracts give some attention to limitations of liability. 
Since a customer is entrusting his data and his programs to a 
system and personnel virtually out of his personal control, 
he. would be concerned about recovery of data and/or doranRes in 
the event of an accident or tlirough negligence. 



Number of Vendors Specified Limitation of Vendor 

2 Responsible for correcting errors. 

k One month's average billing*^ maximum. 

1 Responsible for correcting errors 

or prices in conjunction with run. 

1 Responsible for corrections gr_ one 

month' s average billing. 

1 "Direct" damages and correction of 

Tors. 

1 Ka""^«ium of three month's average* 

billing. 

3. Chaj'g'?a paid in conjunction with run 

A' " pxVifs: of destroyed media. 

.1 Do» foenfct.tion only. 

1 $100.00 maximum 

1 Direct detaiages and correction of 

error n, 

2 Ncvt liable. 

2 Not specified. 



* Average billing is taken over previous twelve months, or as many 
months subscriber has been enrolled if less than twelve months. 
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Sults of Action Lljnitations ; 

Four vendors provided, for suits of action by establishing a 
time limitation beyond which suits could not bo initiated. 

Number of Vendors ; Years Limitation 

3 1 
ih Not specified 



Term of Agreement ; 

The term of agreement clause is concerned with the time frame 
in which the contract agreement is valid. 

Nuniber of Vendors Term 



1 


To be completed number of 




years 


2 


To be agreed 


6 


30 days + * 


1 


30 days + or six months 


2 


Until notified 


3 


One year 


1 


Monthly 


2 


Not specified 



* 30 days + billing indicates that the contract is binding for u 
minimum of thirty days and afterv/ai'ds binding until a cancellation 
notice is received from either party. Cancellation notices must be 
in writing. . 
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Cancellation Option ; 



"Written notification" was indicated as necessary in contract 
agreements with cancellation clauses. One contract indicated 
a specific mode of mailing. Typical reasons indicated for 
cancellation were desired termination of services, price changes, 
systems modifications, and customer non-payment. 



Number of Vendors 



Term 



9 



30 dc^s advance notice 



30 days advance notice 
10 days for non-payment 

15 days within date of price 

change 
60 days advance notice 

otherwise 

15 days within date of price 

change 
30 days advance notice 

otherwise 

one month or days of price 
change 

on notification of price 

change 
30 days advance notice 

others is e 



30 days for non-payment 

30 days for the customer 
6o days for the vendor 

Not specified 



1 



three months notice 
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Price Change Notification; 

The price change clause acknowledges the likelihood of future 
changes from prices specified in the contract agreement. 
There was no reference regarding the historical price change 
trends nor any reference to the stability of the current prices. 



Number of Vendors 



Advance Notice Prior to Price Change 



9 



30 days 



1 



35 days 



3 



60 days 



2 



One month 



3 



Not specified 
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Payment Terms ; 

Those contracts Including specifications for payment terms 
sometimes included specific remedy for nonpayment (a statement 
of penalty). Penalty clauses are indicated in parenthesis. 



Number of Vendors Payment Terms 

3 Due upon receipt of invoice 

1 As agreed. 

2 "Billing is monthly," 

3 Within 30 days of receipt of 

invoice. 

1 Within 10 days of receipt of 

invoice. (Otherwise vendor has 
right of cancellation.) 

1 Withih 10 days. (Service charge 

for outstanding bills). 

1 Charges due on 10th day of the 

month. 

1 Within 10 days. 

interest charge per day penalty). 

1 Within 30 days, (l^ service 

charge on unpaid amounts). 

1 Net within 10 days, but 30 day 

maximum time frame. 

3 Not specified. 
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Wuiriber of Terminals ; 

N\iiriber of terminals installi^d at one customer installation was 
specified in only three contracts. 



Number of Vendors Limitation 

1 There may be from one to ten 

terminals per user nuoiber. There 
are no limitations on the number 
of user numbers at any installa- 
tion. 

2 The customer may install as many 

user numbers as desired* 

1^ Not specified. 
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Contractual reference to user nunibers concerned the coats of 
changes or additions, storage spacer and customer responsibility. 



Nwriber of Vendors Posture 

2 Customer responsible for all usage 

logged under his user nunber. 

1 Customer responsible for all usage 

logged under his user nuodser} 
$1.00 charge for user number 
change. 

i 

1 Customer responsible for all usage 

logged under his user number; 
$10*00 charge for user nuinbcr 
change. 

1 $7*^0 diarge for change or 

addition in user numbers. 

1 Customer pays for user number 

storage. 

1 , Vendors will assign user nuaft>ers 

as necessary* 

U Not specified* 



o 
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Contract Assignment ; 

Contract assignment addresses the sltmtlon of the vendor 
appointing another firm to satisfy the computer services for the 
vendor's customers; or conversely, the customer designating 
their rights to computer services to another company. 



Number of Vendors Poaltion 

U Not assignable without vrltton 

consent . 

3 Not assignable without written 

consent of the vendor . 

1 'vendor may subcontract; not 

assignable by the customer. 

1 Vendor may subconcontract, not 

assignable by the customer with- 
out written consent. 

1 Assignable by the consent of both 

parties. 

8 Not specified. 
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It was rare for a oontract to contain any reference to the type 
of conputlng equipment utilized in providing time-sharing 
services. Bquipnent specified in the contracts concerns 
conminications devices to be located in the customer facility. 



Number of Vendors Position 

1 May not remove equipment from 

client offices without vendor 
consent. 

2 Customer responsible for 

furnishing model 33 or 3^ tele- 
type and appropriate telephone 
lines. 

11 Customer responsible for data 

set terminal equipment, telephone 
line. 

1 Customer provides devices for 

data transmission. 

k Not specified. 
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Fair Labor Standards Act - 1938 



Four vendors specifically indicated within the contract 
agreement that the Fair Labor Standards Act applied to 
contractual terms. This clause is intended to specify 
that the vendor is an equal opportunity employer -- 
absence of the clause does not imply the reverse. 



Warranty ! 



A typical warranty clause when included in the contract 
agreement might read as follows, "... raeikes no represent- 
ations, expressed or implied, and assumes no liability to 
the customer except . . . ". A warranty Is synonymous with 
a guarantee. 



Number of Vendors 



Position 



Makes no representations 
or warranties. 

Warrants time -sharing ser- 
vices as specified else- 
where in the contract. 

Warrants the documentation 
only. 

Warranties are limited, as 
specified with attached 
schedxiles . 



10 



Not specified. 
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Services liaplled In contraot ; 

Contracts specified the nature of services within 
the time -sharing agreement. 



Number of Vendors Services 

*l Computer Services. 

1 Information network services. 

1 Use of computer system and re* 

lated services, (no explaination 
of "related services")* 

1 Personnel and machine time. 

1 Computer time, software packages, 

and services of personnel. 

1 Computer service, l/O capability, 

central processor time, program 
storage capacity, programs, and 
languages. 

1 Tine -sharing services, auxiliary 

services, documentation services, 
consulting services. 

3 Time -sharing services, I/O capability, 

CPU time, and storage. 

2 Time -sharing services, or remote 

access time sharing services. 

.1 , Personnel and machine time. 

2 Not specified. 
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Stataaent of Waiver or Breach: 



Number of Vendors Position 

1 Waiver of one provision does not 

nullify others. 

5 Waivers must be in writing and 

must be duly authorized. 

1 Waiver must be in viritlng. 

3 Vendor not responsible to third 

parties. 

1 Breach of contract elements not 

rectified by the customer within 
thirty days gives vendor the right 
of cancellation. 

1 Modification must be in writing. 

6 Not specified. 
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Customer Responsibility Other than Equipment ! 



Number of Vendors Responsibility 

1 To supply data and information for 

processing which is complete and 

accurate* 

2 Will use services only for business 

use* 

3 Maintenance of acciirate data^ cus- 
tomer will have fidelity bond for 

insurance. 

12 Not specified. 
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Special Program Prepared for Customers; 



Special programs prepared for the customer are programs 
customized for the customers particular use not for 
all clients or customers general distribution. 



Number of Vendors Position 

1 Customer ownership unless 

otherwise agreed. 

5 Property of the vendor. 

1 To be determined by the 

vendor. 

i Special programming is avail- 

able. 

1 Formal programming agreement 

with Joint ownership, 

9 Not specified. 



o 
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Proprietary Programs; 

Proprietary prograins are those prepared by the vendor 
for either vendor utilization or in anticipation of 
customer demand. 



Wuriber of Vendors Position 

3 Ownership of the vendor. 

1 Surcharge for utilization. 

1 Ownership of the vendor- - 

must be returned u|X)n contract 
termination* 

1 To be treated as conf identail 

data^ and shall remain the 
property of the vendor. 

1 Charges for utilization* 

1 Property of the vendor for use 

as vendor shall determine. 

1 Customer has xinlijnited use of 

those in the vendors catalogue. 

1 Charges^ remains vendor's prop- 

erty, customer must accept as is. 

1 To be used only in conjxinction 

with vendor *s system. 

7 Wot specified. 
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Appllcable State of Lav 

This clause was placed in most vendor contracts to 
indicate the applicable state of law under which the 
contract wrald be interpreted in the event of a suit 
of action. The reader should note that the applicable 
state of law does not necessarily relate to the home 
office location of the time sharing vendor. 

Number of Vendors State of Lav 

New York 
New Jersey 
California 
Massachusetts 
Pennsylvania 
Missouri 
Texas 
Minnesota 
Not specified 



k 
1 
1 
1 
1 
1 
1 
1 
6 
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Manwls and Docmnentatlon ; 



MEunuals and documentation refer to the system user 
manuals and accompanying documentation for both systems 
and the programming languages. A non- specified position 
should not necessarily be Interpreted as "non-existent". 



Number of Vendors Position 



2 



Materials provided with the current 
Price schedule or policies. 



2 



One set furnished, additional 
copies may be purchased. 



3 



Charges for materials 



1 



Tvro sets are furnished without 
charge and are to be returned 
with cancellation of the service. 



10 



Not specified. 
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Fllg Security; 



This clause could be related to the liability clause, 
except that the liability clause is all-encompassing-- 
the file security clause relates strictly to the "pro- 
tection'" of customer provided and/or stored data. 



Number of Vendors Positions 

1 Will use reasonable efforts to pre- 
serve the confidentiality provided the 
data is identified as confidential 
material . 

2 Will use reasonable security procedures. 

1 If the vendor is in violation of not 

' preserving security, the customer has 

the right to enjoin provided other 
measures are inadequate. 

1 Will use reasonable security j)rocedures ; 

if loss is due to vendor negligence, the 
vendor is obligated to reconstruct the 
data files provided the customer can 
provide the information--this may be at 
the lowest cost to the vendor. 

3 Safeguards to the seune extent as the 

vendor's own information. 

1 Reasonable security procedures, but 

specifies no guarantees. 

7 Wot apecifled. 
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Excusable Delays; 



Belays in performance of contract terms which are con- 
sidered "excusable" as defined in the contracts are 
those bej'ond the control of the vendor such as fire, 
flood, "Acts of Cfod", war, national disaster. 



Number of Vendors Position 



8 Not Liable. 

1 Customer shall provide its own 

casuality insurance; vendor not 
liable . 

1 Vendor not considered in default. 

1 Vendor is allowed reasonable time 

(jtjifurm, and has the right to 
apportion service to his cuatnmers 
as deemed equitable. 



7 



Not specified. 



Systeina Improvements! 



It can be to the customers advantage to have improvements 
made to the vendor systems} however, it is frequently 
necessary to change procedures or programn when systems 
modifications are made. The systems improvements clp.use 
pertains to advance notice In the event of systems change. 



Number of Vendors Position 

6 Reserves the right to make changes. 

1 Reserves the right to make changes upon 

reasonable notice to the customer. 

1 Thirty days notice must be given prior 

to systems cJuinges, customer may cancel 
within fifteen days of the change. 

1 Reserves the right to changes— rules, 

time of operation, procedures, numbers, 
languages, type and location of the 
system. 

9 Not specified. 
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Termlnology and Definitions Con tained in Contract^; 



Terms defined in the contracts typicalOy were re.iated 
to conversational computing rates. Terras defined were 
documentation, characters (not In number of bits), 
storage unit definitions for programs and data, special 
services, and timing terminology. 



Definition; Number of Vendors; 

Connect time or 



terminal time 



7 



Central processor 
time element 



7 



Data storage unit 



3 
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Paper 
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